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SUBJECT: FINANCING BULGARIA'S TRADE WITH THE WEST 
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REF: A) STATE 38308 B) SOFIA 144 (NOTAL) 

1 . INFORMATION AVAILABLE HERE ON BULGARIAN INDEBTEDNESS AND 
FINANCING IS FRAGMENTARY. IN MANY CASES IT IS REGARDED AS 
"STATE SECRET" AND IN ANY EVENT IS TIGHTLY HELD. FOLLOWING 
RESPONSES TO REF A ARE BASED LARGELY ON IMPRESSIONS GAINED 
FROM VISITING BANKERS AND TO LESSER EXTENT ON COMMENTS BY 
GOB OFFICIALS TO EMBOFFS. 

2. EXTENT OF EXISTING BULGARIAN HARD-CURRENCY DEBT IS MATTER 
OF SPECULATION, BUT BEST ESTIMATE IS THAT IT IS IN RANGE 

OF ONE TO ONE AND HALF BILLION DOLLARS. GOB OFFICIALS 
DOWNPLAY INCREASE IN DEBT CAUSED BY TRADE DEFICIT WITH 
WEST IN 1975, MAINTAINING IT WAS SUBSTANTIALLY OFFSET 
BY FAVORABLE TRADE BALANCE WITH LDC'S (PARTICULARLY MIDDLE 
EAST OPEC COUNTRIES), LONG-DISTANCE TRUCKING, AND 
TOURISM (SEE REF B). 

3. THERE IS VERY LITTLE IF ANY EVIDENCE BULGARIA IS EXPERIENCING 
DIFFICULTIES IN MEETING EXISTING DEBT OBLIGATIONS OR IN 
OBTAINING NEW CREDITS. GOB OFFICIALS EXUDE CONFIDENCE AND 
BOAST THEY ARE OFFERED MORE MONEY THAN THEY ARE WILLING TO 
ACCEPT AS A MATTER OF POLICY; BULGARIA BORROWS, THEY CLAIM, 

ONLY FOR SOUND INVESTMENT PURPOSES. AVAILABLE INFORMATION 
IN CONNECTION WITH ECONOMIC AND DEVELOPMENT PLAN FOR 1976 
AND SEVENTH FYP (1976-80) DOES NOT INDICATE CURTAILMENT OF 
TRADE WITH WEST. 

4. THERE IS SOME EVIDENCE, HOWEVER, OF SLOWDOWN IN IMPORTS 
FROM WEST IN SECOND HALF OF 1975 THAT MAY BE ATTRIBUTED TO 
BULGARIAN CONCERN OVER GROWING TRADE DEFICIT, AND THERE ARE 
OCCASIONAL REPORTS OF BUSINESS NEGOTIATIONS THAT CANNOT 
PROCEED BECAUSE BULGARIAN ENTERPRISE LACKS HARD CURRENCIES. 

BUT NEITHER OF THESE ARE NECESSARILY RELATED TO EXISTING 
CREDIT DIFFIULTIES. EMBASSY KNOWS OF NO REQUESTS 

FOR DEBT RESCHEDULING. 

5. IN VIEW OF WESTERN LENDERS BULGARIAN CREDIT RATING REMAINS 
HIGH AND THERE IS WILLINGNESS TO EXTEND NEW CREDITS. ULTIMATE 
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FACTOR IS WIDESPREAD CONFIDENCE IN WESTERN BANKING CIRCLES 
THAT IN CASE OF EMERGENCY BULGARIA WOULD BE BAILED OUT BY ITS 
SOVIET UNION PATRON. LOANS ARE TO FOREIGN TRADE BANK, AND 
TENDENCY SEEMS TO BE FOR WESTERN LENDERS TO RELY ON THAT BANK’S 
GUARANTEE RATHER THAN ON INDEPENDENT EVALUATION OF FEASIBILITY 
OF PROJECT. IT IS CREDIT OF BULGARIA - AND THEREFORE THE 
SOVIET UNION - THAT IS INVOLVED, RATHER THAN THAT OF ANY 
ENTERPRISE OR ORGANIZATION. CONSENSUS AMONG AMERICAN BANKERS WE 
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HAVE TALKED WITH IS STILL THAT BULGARIA IS NOT OVEREXTENDED. 

6. INFORMATION ON SOURCES OF FINANCING CAN PROBABLY BETTER 
BE OBTAINED IN WESTERN BANKING CENTERS THAN IN SOFIA. 

AUSTRIA HAS EXTENDED TWO BILLION SCHILLING CREDIT FOR PERIOD 
1976-80. ACCORDING AUSTRIAN COMMERCIAL ATTACHE, LOAN PERIOD 
CAN BE AS LONG AS TWELVE YEARS AND INTEREST RATE IS TO BE 

AT "MARKET" BUT WITH SOME VARIATION BETWEEN SHORT AND LONGER 
TERM LOANS. REPUTABLE WESTERN JOURNALIST SAYS HE WAS TOLD BY 
BULGARIAN BANKING OFFICIAL SOME MIDDLE EAST MONEY IS IN 
BULGARIA BUT THAT OWNERS WOULD COMMIT IT ONLY FOR VERY SHORT 
PERIODS SUCH AS 30 OR 60 DAYS SO THAT IT IS OF LITTLE 
VALUE TO BULGARIA. 

7. ONLY RECENT NEGOTIATION FOR HARD CURRENCY CREDITS WHICH 
HAS COME TO EMBASSY'S ATTENTION IS WITH BANK OF AMERICA FOR 
SYNDICATION OF $100 MILLION FOR DEVELOPMENT OF CHEMICAL 
INDUSTRY. OTHER BANKS INVOLVED INCLUDE FIRST NATIONAL CITY, 
MANUFACTURERS HANOVER, BANKERS TRUST, AND TORONTO DOMINION. 
FIVE-YEAR LOAN PERIOD WOULD INCLUDE THREE YEAR GRACE. INTEREST 
RATE IS REPORTEDLY ONE AND HALF PERCENT OVER LIBOR. (INFORMA- 
TION ON PURPOSE OF LOAN AND GRACE PERIOD SHOULD BE TREATED AS 
PRIVILEGED.) EMBASSY HAS ALSO HEARD OF $27-28 MILLION DOLLAR 
LOAN FROM WORLD BANKING CORP. WHICH IS FIFTY PERCENT OWNED BY 
BANK AMERICA, BUT WE HAVE NO FURTHER DETAILS. 

8. COMMENT: EMBASSY CONCURS THAT BULGARIAN DEBT IS NOT YET 
EXCESSIVE, BUT IS CONSIDERABLY LESS CONFIDENT THAN BULGARIANS 
THAT GROWING TRADE DEFICITS WITH WEST ARE NOT PROBLEM. EMBASSY 
ALSO LESS CONFIDENT THAN BULGARIANS THAT ALL HARD CURRENCY 
INVESTMENTS ARE SOUND AND WILL RESULT IN PRODUCTS THAT IN TURN 
CAN GENERATE SUFFICIENT HARD CURRENCIES FOR REPAYMENT. WIDE- 
SPREAD ASSUMPTION THAT BULGARIAN CREDIT IS BACKED BY SOVIET 
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UNION IS SHARED BY EMBASSY BUT WE WOULD NOT RECOMMEND PUTTING 
IT TO LARGE-SCALE TEST. WESTERN LENDERS MUST BEAR CERTAIN 
RESPONSIBILITY FOR EVALUATING BULGARIAN CREDIT ON ITS OWN 
MERITS. 

HERZ 
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